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To the Shareholders of Dominion 
Bridge Company, Limited 


The Board of Directors submits herewith 
the Report of the Company and its sub- 
sidiaries, together with the Consolidated 
Balance Sheet and related financial sta- 
tements for the year ended December 
31, 1971 and the report of the auditors. 


Summary of Results 


Sales of $234,900,000 for the fiscal period 
compare with $196,500,000 for the pre- 
vious year. The sales figure Is the highest 
ever achieved by the Company and in- 
cludes for the first time the sales of the 
Varco-Pruden Division of Dombrico Inc., 
U.S.A. 


Netearnings forthe year were 
$6,241,000, equal to $2.40 per share after 
providing for income taxes in the amount 
of $3,986,000 and $4,345,000 for depre- 
ciation. The 20% increase in sales and 
10% improvement in after-tax earnings 
over last year (exclusive of the extra- 
ordinary item) were attributable to the 
increased contribution by our non-do- 
mestic subsidiaries. 


Dividends of $2,604,000 were paid at 
the rate of 20¢ per quarter including a 
year-end extra of 20¢ for a total of $1.00 
per share. 


Bookings of new work during the year 
approximated those for 1970 respecting 
the Canadian operations, but the foreign 
subsidiaries accounted for an overall 
13% increase. The dollar backlog of 
work on hand at January 1, 1972 amount- 
ed to $130,000,000. 


Business Conditions 


Although the Canadian economy showed 
signs of strengthening in the last half of 
1971, certain of our divisions were not as 
active as in the previous year. As a result, 
domestic sales were about the same as 
in 1970. The general uncertainty that pre- 
vailed in the business community did not 
provide our operations with much poten- 
tial for growth and price levels in certain 
product lines were difficult to maintain. 

The following observations are perti- 
nent to the operations in our various 
product groups. 


Machinery and Platework 


In contrast to 1970 the Industrial Products 
Division did not enjoy an active market 
for its products during 1971. Although 
total bookings equalled those of 1970, 
they were achieved mainly as a result of 
a large contract being obtained in Decem- 
ber from the Quebec Urban Community 
for an advanced type of municipal incin- 
erator. The Division carries forward into 
1972 a substantial backlog of uncomplet- 
ed work, mainly in nuclear power system 
components, and a better outlook for 
new business is already in evidence for 
1972. In November we signed an agree- 
ment with PACECO of Alameda, Califor- 
nia, granting us exclusive rights to sell 
and manufacture their shipping container 
handling equipment in Canada. 


During 1971 the Provincial Crane Divi- 
sion had a substantial backlog of orders 
and operations were near capacity 
throughout the year. However, bookings 
of new work were very low during the 
year and the Division enters 1972 with 
little work on hand. We expect a modest 
upturn in sales but a lower operating rate 
for 1972 and good bookings in January 
seem to confirm this view. 


Buildings and Construction Services 


The package building segment of the total 
construction market had a slow first half 
In 1971° and; -as* a consequence, “our 
Buildings Division, which specializes in 
turn-key projects for light industrial and 
warehouse construction, had an unsatis- 
factory year. A sharp upturn in enquiries 
occurred at mid-year; third and fourth 
quarter bookings were at above-normal 
levels and good prospects have been 
identified to give confidence in our fore- 
cast of higher volume and satisfactory 
earnings in 1972. 

The growth pattern in construction serv- 
ices provided by the fabricating branches 
continued during 1971, with some indica- 
tions by the year-end of declining de- 
mand brought about by the slowdown in 
new construction by the resource indus- 
tries and reduction in activity due to the 
completion of several large transmission 
line projects. These services include 
transmission tower erection, machinery 
installation, industrial piping and plant 
modifications. Our long-term plans and 
programs contemplate further expansion 
of Construction Services activities. 


Steel Production and Distribution 


The Manitoba Rolling Mills Division 
achieved a substantial improvement over 
its 1970 performance. Better product 
prices, stable scrap prices, improved 
operating efficiencies, as well as recov- 
ery in the agricultural implement business 
and the general construction industry 
from the very low levels experienced in 
1970, were factors in this change. 


The steel service centre industry had 
a most difficult year in 1971. While our 
operations maintained approximately the 
same level of sales, severe competitive 
pricing throughout the industry resulted 
in overall earnings being reduced. Some 
improvement was evident in the fourth 
quarter and we are forecasting better 
conditions in 1972. 


Fabricated Structural Stee! 


The market for the Structural Group de- 
clined by about 5% in 1971 from the 
previous year. Bookings corresponded 
with those of 1970 primarily because of 
several large contracts secured for iron 
ore projects in Quebec. The markets were 
soft in nearly all the other provinces, with 
Saskatchewan at a very low point. Prices 
were in a downtrend during 1971 and the 
backlog of uncompleted work is lower 
than a year ago. During the year good 
results were achieved in reducing costs 
at all plants in this group due to the con- 
tinuing emphasis placed on productivity 
and tighter controls. 

With the removal of the U.S. Surcharge 
and with certain clarifications in the tax 
reform legislation behind us, conditions 
should improve, and there is some evi- 
dence of an upturn in fabricated steel 
markets as we enter 1972. 


Non-Domestic Operations 


During 1971 Cavalier Construction Com- 
pany Limited, a subsidiary of Span 
International Limited in Nassau, produced 
satisfactory results although the construc- 
tion industry in the Bahamas was not 
buoyant throughout 1971. We expect the 
Span group to continue to be the major 
force in the industry throughout the 
Bahamas. It is one of the largest employ- 
ers of labour in the Islands. 

Last year we reported the purchase in 
the U.S.A. of Vacro-Pruden by our Dela- 
ware subsidiary, Dombrico Inc. This has 
proven to be a most successful acquisi- 


tion. The market for light metal buildings 
in the United States was good in 1971 
and the Varco-Pruden Division obtained 
a substantial share of this market and, in 
spite of a strike of 14 weeks in the North 
Carolina plant, achieved good results in 
sales and earnings. 


Summary 


We were not fully occupied in our domes- 
tic plants throughout 1971 and we enter 
1972 with reduced domestic backlogs. In 
1971 the Canadian Government followed 
a financial policy of stimulating economic 
growth and reducing the high rate of un- 
employment. This policy did not appear 
to be effective until late in 1971 and we 
hope it will continue to provide an im- 
petus for the growth of our products in 
1972. 


Financial 


During 1971 the Company continued 
efforts to maintain its investment in in- 
ventories and accounts receivable as low 
as possible. The increase in accounts 
receivable is almost entirely due to the 
addition of the Varco-Pruden Division. 
Total inventories decreased in spite of 
the addition of Varco-Pruden. 


The Company purchased a_ further 
$255,000 of its 6%2% Sinking Fund De- 
bentures Series A as a provision towards 
the discharge of future sinking fund re- 
quirements making a total of $1,058,000 
available for this purpose. 


The Company has in the past reported 
to the shareholders on an annual and 
semi-annual basis. A third quarter report 
was issued in 1971 and it is the intention 
to report quarterly in the future. 


There are two developments in the 
area of income taxes worthy of note: 


Shareholders were advised in Novem- 
ber that the Company had received an 
assessment from the Department of Na- 
tional Revenue covering income tax for 
the fiscal years 1967 to 1969 amounting 
to $1,600,000 exclusive of interest. This 
assessment which is related to the oper- 
ations of our Bahamian subsidiaries is 
not valid in the opinion of our legal and 
tax counsel and will be contested in the 
courts. 


As reported in the notes to the balance 
sheet, the Company has revised its me- 
thods of calculating taxable income. 


The Department of National Revenue has 
confirmed that the change is acceptable. 
In the past, expenses and billings on con- 
tracts have been taken into revenue upon 
closing of the contracts. In the revised 
method, expenses and billings will be 
taken into revenue as they occur and will 
result in substantial taxes being deferred 
on acontinuing basis. The changes only 
affect taxable income as reported to the 
Tax Department and will not affect after- 
tax income as reported in the financial 
statements of the Company. Neverthe- 
less, earnings will benefit in the future as 
the increased flow of funds to the Com- 
pany arising from this change is available 
for operating purposes. 


In 1971 we continued to investigate 
further opportunities for growth and 
diversification by means of acquisition. 
A number of possibilities were examined 
and these efforts will be continued 
throughout 1972. 


During 1971 the Canadian Government 
proposed and in some cases introduced 
several items of new legislation, e.g., the 
Competition Act, changes in labour legis- 
lation, foreign investment policy, unem- 
ployment insurance and income tax re- 
form. Along with many other segments of 
the Canadian business community, we 
would find ourselves facing distinct dis- 
advantages in the conduct of our busi- 
ness if all these proposals became law. 
We believe the proposed legislation and 
the uncertainty of the tax legislation de- 
layed the recovery of the country’s econ- 
omy and it is hoped that a re-examination 
of the disturbing features of these pro- 
posed Acts will result in suitable amend- 
ments being made and that the new tax 
legislation will be further clarified. 


Capital Expenditures 


Capital expenditures in 1971 amounted 
to $7,360,000. 


During the year the expenditures in 
our Canadian plants were mainly for new 
equipment and the relocation of certain 
existing facilities. Major alterations were 
made to the platework fabrication facil- 
ities in Montreal which provided addition- 
al assembly space. The reinforcing bar 
operations at Eastern Canada Steel & 
lron Works Ltd., our subsidiary in Quebec 
City, were moved from the main plant to 
another site providing the potential for 


improved efficiency and increased out- 
put. 


Among the major items purchased 
were a new roll turning lathe and a new 
locomotive crane for Manitoba Rolling 
Mills; a numerically controlled lathe for 
Provincial Crane, and new welding equip- 
ment at Montreal. 


We continued the program of modern- 
ization of our fleet of construction cranes, 
both mobile and crawler types, by pur- 
chasing eight new cranes during the year. 
The fleet now consists of 56 units with a 
range in lifting capacity of from 12 to 140 
tons. This program will continue as it is 
an integral part of our plans for an in- 
creased share of the market in the area 
of construction services. 


Throughout 1971 more attention was 
given to the installation and upgrading 
of maintenance systems. The increasing 
sophistication of new equipment and 
the increased productive efficiency of 
the work force make it necessary to pro- 
vide better maintenance throughout all 
our plants. 


In general, the expenditures have been 
made to improve operating conditions 
and increase the efficiency of our existing 
plants. 


An unexpended authorized amount of 
$920,000 for capital items is being car- 
ried forward into 1972. 


Engineering and Research 


The changing nature of our products 
continues to demand high calibre en- 
gineers working in specialized fields in- 
cluding structural, mechanical, and plate- 
work analysis and design, computer 
program development and application, 
welding engineering, and steel metal- 
lurgy. Our engineering staff is employed 
on current projects at each branch, as 
well as at the corporate level. The appli- 
cation of this engineering talent is used 
to enhance the competitive position of our 
products, to improve their quality and 
performance, and to ensure control of 
costs and schedules during fabrication 
and construction. 

Beyond the engineering work applied 
to contracts, the Company continues to 
pursue research and development pro- 
grams aimed at increasing profitability in 
Our ongoing business activities. Our 
welding research programs have pro- 


duced practical and patentable results 
which can be applied to shop floor pro- 
duction. Two new long term research 
projects are planned to start during the 
coming year, one aimed at reducing 
costs associated with the production of 
heavy steel weldments, the other intend- 
ed to enhance our understanding of an 
area of welding and fabrication tech- 
nology which has become particularly 
important in some modern designs. 


The Company’s engineering staff has 
continued to play an active role in the 
development of company, industrial, na- 
tional and international standards. These 
standards are developed and used fora 
number of purposes including control of 
product quality and public safety, the 
reduction of cost, and the establishment 
of uniform data for our industry’s com- 
mercial activities. Our engineers have 
developed standards for our own use, or 
assisted in the development of national 
standards, covering subjects ranging 
from welding and non-destructive testing 
to steels and paints. An active role in the 
development of standards ensures that 
the Company's capabilities will keep 
abreast of the latest requirements, and 
that the standards produced meet the 
practical requirements of our industry. 


It will be necessary for the Company to 
continue to put great emphasis on the 
maintenance and growth of its engineer- 
ing capabilities. In fact, this will be a key 
factor in the Company plans for growth 
and diversification. 


Employee Relations 


During 1971 negotiations were concluded 
for new two-year labour agreements at 
our plants in Montreal, Amherst, Regina, 
Calgary, Edmonton and Vancouver. At 
year-end, negotiations were under way 
for a new agreement at Provincial Crane 
in Niagara Falls and in 1972 we will be 
negotiating new agreemenis at the Domi- 
nion Bridge and Manitoba Bridge plants 
in Winnipeg, the structural plant and the 
Steel Service Centre in Toronto, the plant 
at Sault St. Marie, at Eastern Canada 
Steel & Iron Works Limited in Quebec 
City and also at the Californian plant of 
Varco-Pruden. 


In the Canadian construction industry, 
where we Carry on negotiations jointly 
with other companies, new _ two-year 


agreements were concluded with various 
building trades unions in Nova Scotia, 
Ontario, Saskatchewan and Manitoba. 
Once again these agreements were char- 
acterized by highly inflationary wage in- 
creases. During 1972 we will be nego- 
tiating new agreements with our field 
forces in British Columbia and Alberta. 
In Quebec the decree covering all con- 
struction operations expires early in 1973. 


Construction organizations in the vari- 
ous provinces have continued to try to 
strengthen the bargaining position of the 
employers. However, many of these 
efforts continue to be frustrated by the 
actions of several local groups of em- 
ployers who appear to be more concern- 
ed with their own short-term interest 
rather than the long-term good of the 
construction industry. 


During the year the Company con- 
tinued to assess its employee develop- 
ment programs. Our strength, as a 
company interested in growth and diver- 
sification, is completely dependent on 
maintaining highly qualified people at all 
levels of our endeavours. We are con- 
stantly reviewing our immediate and pro- 
jected requirements for management, 
administrative and professional positions 
as a basis for establishing our man- 
power development programs. 


Concern for the safety of our em- 
ployees occupies more and more time of 
all our management and supervisory staff. 
Although improvement has taken place 
throughout the year, we must continue to 
place great emphasis on safety programs 
in both the manufacturing and construc- 
tion areas of our business. 


As of December 31, 1971 the total 
number of employees was 7,256. Of 
these 928 were members of the Twenty- 
five Year Club. 


Company Organization 


To further strengthen and co-ordinate the 
structural fabricating operations, the ma- 
jority of these were integrated during 
the year as the Company’s Structural 
Group. Mr. B. H. Lacey was named 
Group Vice-President, Structural Opera- 
tions, and a Structural Group Headquar- 
ters office was opened in Toronto-Domi- 
nion Centre in downtown Toronto. Mr. E. 
R. Graydon, the former General Manager 
of the Ontario Branch, was named 


Assistant Vice-President, Mr. R. J. Dryden 
was also assigned to this Headquarters 
group as Manager, Industrial Relations. 


Mr. D. H. Cross was named Group 
Vice-President, Machinery and Steel 
Products and continues to be resident in 
Montreal. 


In addition to his duties as Vice-Presi- 
dent, Finance, Mr. K. S. Barclay was 
elected President and Chief Executive 
Officer of Dombrico Inc., U.S.A. 


Board of Directors 


It is with deep regret that the Board of 
Directors records the death of Mr. Alfred 
H. Cowie on August 1, 1971. Mr. Cowie 
retired from the position of Chairman of 
the Board in 1972 after a distinguished 
career which spanned fifty-two years of 
service to the Company. He had served 
on the Board as a Director for ten years 
and was an Honorary Director at the time 
of his death. His great knowledge of the 
history and affairs of the Company will 
be sorely missed by the members of the 
Board and the Management of the Com- 
pany. 

Mr. Brian R. B. Magee, Chairman of 
the Board of A. E. LePage Limited, was 
elected to the Board of Directors at the 
Annual Meeting in April. 

At the April meeting of the Board, Mr. 
MacKenzie McMurray, President and 
Chief Executive Officer, was also elected 
to the position of Chairman of the Board. 

The Board of Directors held ten meet- 
ings during the year. 

The Directors wish to compliment and 
thank the employees of the Company 
for their valuable contributions to the 
results of the past year. 


By Order of the Board of Directors 


Spook, Bie Bae, 


Chairman and President. 


Dominion Bridge 


Company, Limited 


and Subsidiary Companies 


Ten-Year Comparative Statistics 


(Thousands of dollars excepting per share and non monetary data) 


1962 1963 

Sales $104,709 $ 97,175 
Income Taxes 56 93 
Earnings for the Year 1,706 1,030 
Dividends 1,810 1,034 
Shareholders’ Equity 65,807 65,843 
Earnings per Share 

— before Extraordinary Items 0.21 0.40 
— after Extraordinary Items 0.66 0.40 
Cash Flow per Share 0.99 1.16 
Dividends per Share 0.70 0.40 
Book Value per Share 25.46 25.47 
Working Capital 28,384 34,562 
Notes and Debentures — 5,380 
Depreciation 1,891 1,965 
Additions to Fixed Assets 3,210 1,376 
Number of Shareholders (at end of fiscal period) 8,309 7,593 
Number of Employees (at end of fiscal period) 6,714 5,773 


1964 1965 1966 1967 1968 1969 1970 1971T 
$111,195 $128,035 $151,886 $171;827 $154,194 $167,954 $196,497 $234,900 
151 2,250 4,010 3,320 2,342 2,768 5,486 3,986 
4,553 7,038 6,361 3,902 3,629 4,811 6,716 6,241 
1,293 1,810 2,327 2,000 208 2,068 2,585 2,604 
68,976 78,244 82,437 80,349 81,781 84,525 88,554 92,455 
1.76 2.2 2.46 1.51 1.40 1.60 2.18 2.40 
1.76 2t2 2.46 151 1.40 1.86 2.60 2.40 
2.92 3.85 4.03 3.50 2.65 3.01 4.08 7-018 
0.50 0.70 0.90 1.00 0.85 0.80 1.00 1.00 
26.68 30.27 31.89 31.08 31.64 32.70 34.24 35.46 
37,998 44,980 56,673 ae 51,193 58,217 57,284 66,710 
5,380 6,455 20,603 14,149 12,404 10,997 10,697 10,442 
ee 2,298 2,399 2)595 3,267 3,396 3,789 4,345 
2,070 Dioer 10,368 6,535 2,840 3,360 3,842 7,360 
“ 6,532 6,161 6,159 6,088 6,084 6,042 5,884 4,555 
7,008 resMi) 9,012 FO 17 7,611 7,280 6,759 7,256 
Notes: 


Data for 1967 and subsequent years is based on tax allocation method of determining income tax provision. 


Prior to 1970, fiscal years ended on October 31st. 


+1971 includes the Varco-Pruden Division of Dombrico Inc. 
tInclusive of cash flow of $3.82 per share arising from change in method of calculating taxable income. 


Dominion Bridge 


Company, Limited 


and Subsidiary Companies 


Consolidated Statement of Earnings 


For the year ended December 31,1971 


Sales — Completed contracts, warehouse materials, mill and other 
products. 


Earnings from operations before charging the undernoted items . 
Depreciation . eee 
interest on long term debt 
Minority interest 


Earnings from Operations . 
Revenue from investments . ee ae ae eee 
Profit on disposal of fixed assets and marketable securities . 
Profit on debentures purchased for Sinking Fund 

Earnings before income taxes and extraordinary item 

Income taxes. 


Earnings before extraordinary item 
Profit on sale of properties no longer required. 


Earnings for the year 
Earnings per share before extraordinary item . 


Earnings per share . 


Consolidated Statement of Retained Earnings 


For the year ended December 31, 1971 


Balance at beginning of year . 
Earnings for the year. . 


Dividends . 


Balance at end of year. 


1971 1970 
$234,900,000 $196,497,000 
$ 14,531,000 $ 15,316,000 

4,345,000 3,788,000 
690,000 741,000 
189,000 76,000 

5,224,000 4,605,000 

9,307,000 10,711,000 
305,000 253,000 
580,000 82,000 

35,000 75,000 

10,227,000 11,121,000 

3,986,000 5,486,000 

6,241,000 5,635,000 

= 1,081,000 
$ 6,241,000 $ 6,716,000 
$2.40 $2.18 
$2.40 $2.60 

1971 1970 
$ 68,268,000 $ 64,137,000 

6,241,000 6,716,000 

74,509,000 70,853,000 
2,604,000 2,585,000 
$ 71,905,000 $ 68,268,000 


Dominion Bridge 


Company, Limited 


and Subsidiary Companies 


Consolidated Statement of Source and Application of Funds 


For the year ended December 31,1971 


Source of Funds 

Earnings for the year 

Non-cash charges deducted in arriving at earnings 
Depreciation . 
Deferred income taxes. 
Minority interest 

Funds derived from operations 

Deferred income taxes (Note 2) . 

Sale of common shares 


Current instalment of mortgages receivable. 


Net interest in subsidiaries not previously consolidated. 


Application of Funds 


Additions to fixed assets less book value of assets sold . 


Dividends for the year . 
Additions to investments . 
6%2% Sinking Fund Debentures purchased . 


Mortgages receivable on properties sold . 


Increase in working capital 
Working capital at beginning of year . 


Working capital at end of year 


(Re 1970 
$ 6,241,000 $ 6,716,000 
4,345,000 3,788,000 
(777,000) (40,000) 
189,000 76,000 
9,998,000 10,540,000 
9,930,000 c= 
264,000 20,000 
250,000 376,000 
— 308,000 
20,442,000 11,244,000 
7,287,000 3,562,000 
2,604,000 2,585,000 
870,000 2,999,000 
255,000 300,000 
— 953,000 
11,016,000 10,399,000 
9,426,000 845,000 
57,284,000 56,439,000 
$66,710,000 $57,284,000 


Dominion Bridge 
Company, Limited 


and Subsidiary Companies 
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Consolidated Balance Sheet 


as at December 31, 1971 


Assets 


Current Assets 

Cash 

Short-term investments. . 
Deposits on tenders . 

Accounts and notes receivable . 
Income taxes recoverable (Note 2). 


Inventories — at lower of cost and net realizable value (Note 3) 


Prepaid expenses 


Mortgages Receivable less current instalment of $250,000. 
Investments — at cost (Note 4) 
Fixed Assets — net (Note 5) 


Signed on behalf of the Board: 
MacKenzie McMurray, Director 


J. Angus Ogilvy, Director 


1971 1970 
$ 1,657,000 946,000 
510,000 5,635,000 
207,000 129,000 
44,004,000 39,806,000 
10,356,000 a 
42,047,000 43,692,000 
818,000 1,109,000 
99,599,000 91,317,000 
497,000 747,000 
9,832,000 8,962,000 
42,930,000 39,988,000 


$152,858,000 $141,014,000 


Liabilities 


Current Liabilities 

Bank indebtedness 

Bank loans for tender deposits 
Accounts payable. 

Income taxes payable . 

Note payable. 


Long-term Debt 


6%2% Sinking Fund Debentures — Series A due 1986, less debentures 


purchased for sinking fund (Note 6) . 
Deferred Income Taxes (Note 2). 


Minority Interest in Subsidiary Companies 


Shareholders Equity 


Capital Stock (Note 7) 
Authorized — 4,000,000 shares of no par value 
Issued — 2,607,501 shares (1970 - 2,586,601 shares) 


General Reserve 
Retained Earnings. . 


Auditors’ Report 


To The Shareholders 
Dominion Bridge Company, Limited 


1971 1970 

$ 5,568,000 $ 4,131,000 
188,000 118,000 
26,277,000 21,887,000 
856,000 4,837,000 
= 3,060,000 
32,889,000 34,033,000 
10,442,000 10,697,000 
16,423,000 7,270,000 
649,000 460,000 
16,510,000 16,246,000 
4,040,000 4,040,000 
71,905,000 68,268,000 
92,455,000 88,554,000 


$152,858,000 


$141,014,000 


We have examined the consolidated balance sheet of Dominion Bridge Company, Limited and its subsidiary 
companies as at December 31, 1971 and the consolidated statements of earnings, retained earnings and source 
and application of funds for the year then ended. Our examination of the financial statements of Dominion 
Bridge Company, Limited and those subsidiaries of which we are the auditors, included a general review of 
accounting procedures and such tests of accounting records and other supporting evidence as we considered 
necessary in the circumstances. We have relied on the report of the auditors who have examined the financial 


statements of a subsidiary. 


In our opinion, except for the effect on the consolidated balance sheet resulting for the company’s method of 
accounting for deferred income taxes referred to in Note 2A, these consolidated financial statements present 
fairly the financial position of the companies as at December 31,1971 and the results of their operations and 
source and application of their funds for the year then ended, in accordance with generally accepted accounting 


RIDDELL, STEAD & CO. 
Chartered Accountants 


principles applied on a basis consistent with that of the preceding year. 


February 15,1972 


Dominion Bridge 
Company, Limited 


and Subsidiary Companies 


Notes TO CONSOLIDATED FINANCIAL STATEMENTS FOR THE YEAR ENDED DECEMBER 31, 1971 


1. Principles of consolidation 

All wholly and partially-owned subsidiary companies are con- 
solidated. 

Current assets and current liabilities in foreign currencies have 
been converted at the rate of exchange prevailing at the end of the 
year; fixed assets at rates in force at date of acquisition. 


2. Income Taxes 

A. The Company has adopted the practice of reporting income ona 
progress billing basis for tax purposes. As a result, it is claiming 

a refund of taxes totalling $9,930,000 representing income tax 
payments made during 1970 and 1971. Earnings are not affected as 
after tax income is reported on a tax allocation basis. 

This change in reporting taxable income causes a long-term 
deferment of the tax which is reflected in an increase in the deferred 
income tax liability. Because the liability is not of a current nature, 
the Company is not following the recommendations of the Canadian 
Institute of Chartered Accountants to reflect the tax deferred as a 
current liability of $9,930,000. 


B. As reported to Shareholders in November, 1971, the Department of 
National Revenue, Taxation Division, has issued assessment notices 
for the years 1967 to 1969, totalling approximately $1,600,000, 
exclusive of interest. These assessments relate to the operations 

of subsidiaries resident in the Bahamas and, in the opinion of 

legal and tax counsel, are invalid. The Company is contesting the 
assessments and consequently has not made any provision for 

them in the accompanying statements. 


3. Inventories 

(at lower of cost and net realizable value) 
1971 1970 
(000) (000) 


5. Fixed Assets 


Accumulated 1971 1970 

Cost Depreciation Net Net 

(000) (000) (000) (000) 
Land. 20k ee ono 5) OmOm—— SS DilOmmEOmOrOO 
Buildings ae, ‘ 27,898 13,474 14,424 12,990 
Machinery and equipment 59,003 34,013 24,990 23,611 
$90,417 $47,487 $42,930 $39,988 


Depreciation of facilities is provided at rates which are designed 
to write off the assets over their estimated useful lives on a straight 
line basis and is charged to operations based on activity. 


6. Long-Term Debt 

The Series A debentures are secured by a floating charge on all 
assets of the Company. The trust deed requires the Company to 
provide a Sinking Fund sufficient to retire $500,000 principal amount 
in each of the years 1971 to 1985, inclusive. To December 31, 1971, 
$500,000 of Series A debentures had been retired and an additional 
$1,058,000 purchased for sinking fund purposes. The trust deed 
contains covenants with respect to additional funded obligations and, 
in addition, stipulates that cash dividends may be declared and 
paid only to the extent that consolidated earnings retained in the 
business exceed $43,946,000 and provided that consolidated net 
current assets (as defined) shall not be reduced below $25,000,000. 


7. Capital Stock 

The Company has reserved 100,000 shares of capital stock under 
its stock option plan for certain key employees. Options which expire 
in September, 1979 have been granted under the plan to acquire 
57,000 shares at $12.60 per share of which 34,000 were granted to 
officers, some of whom are also directors. To December 31,1971 
options for a total of 22,500 shares have been exercised, of which 
20,900 were taken up in 1971. 


Expenditures on uncompleted contracts $86,689 $90,727 8. Commitments 


Less: Billings on account. 71,104 70,771 The estimated unfunded liability as at December 31,1971 under 
15,585 19,956 Employees Contributory Pension Plans amount to $2,457,000. This 
Steel and supplies 26,462 23,/36 


$42,047 $43,692 and will be liquidated by 1991. 


4. Investments 
(at cost) 1971 1970 


(000) (000) 
Marketable securities (Quoted market value 
1971 — $9,912,000; 1970 — $7,042 0) Jal $9,605 $ 7,539 
Other securities . . . DS ie 227 1,423 


$ 9,832 $ 8,962 
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liability is being amortized by equal monthly charges to operations 


9. Statutory Information 1971 1970 
Number of directors . 14 14 
Number of honorary directors 6 7 
Directors’ remuneration $ 43,100 $ 44,120 
Number of officers . 8 8 
Officers’ remuneration $355,867 $331,715 
Number of officers who are also directors 4 4 
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DOMINION 
BRIDGE 
COMPANY 
LIMITED 


rapport 
semestriel 
aux actionnaires 


Pour les 6 mois 


se terminant le 30 juin 1971 


AUX ACTIONNAIRES 


Le chiffre d'affaires pour la période de six mois qui s’est 
terminée le 30 juin 1971 a dépassé de 20% celui de fa 
période équivalente de l’année passée. Une partie de 
l’augmentation représente les ventes de la Division 
Varco-Pruden de Dombrico Inc., Etats-Unis qui pour la 
premiére fois sont comprises dans notre chiffre d’af- 
faires. 


La valeur des commandes enregistrées au cours des 
Premiers six mois se compare favorablement a celle de 
\‘an passé. Toutefois, la valeur des commandes enregis- 
trées au Canada a été inférieure a celle de |’an passé et 
le volume des commandes en réserve dans nos usines 
canadiennes a diminué. La valeur totale des commandes 
en réserve qui doivent étre terminées en 1971 et par 
aprés se chiffre 4 $170,000,000. 


» LE 3 AOOT 1971 


Le manque d’un marché soutenu dans le domaine de la 
construction au pays demeure toujours un sujet d’in- 
quiétude. Par conséquent, les résultats pour l’exercice 
1971 et la perspective pour 1972 dépendront beaucoup 
des nouvelles commandes a un meilleur rendement que 
nous réussirons a enregistrer d’ici a la fin de l'année. A 
date les résultats de la Division Varco-Pruden de 
Dombrico Inc., dont nous avons récemment fait |’acqui- 
sition, ont été des plus encourageants. Nous continuons 
a sonder le marché a la recherche d’occasions sem- 


blables. 
Le président du conseil 
et président 
MacKenzie McMurray 


RESULTATS CONSOLIDES NON VERIFIES POUR LA 


3 PERIODE DE SIX MOIS TERMINEE LE 30 JUIN 1971 


(en milliers de dollars) 


1971 1970 

CUNT CRANES 5 0 oe aid Gin Ort ee EPs Gray cea Atereleaese $86,850 $72,000 
PNUREKESITOMEUS & 3 Ao tla Sid SAB GO COSTE ICIS iG Cc ASCE Emenee 420 eas 
87,270 72,440 

Coat des ventes et autres dépenses (amortissement et impdts excius) ..... 79,955 } (65,570 
Upsas 6,870 

AOL TI Sse MENU Aa ME rt feta dai ncjavaua ices, «sp hatyaemlerseas sealed et 2,065 ___ 1,935 
BenéficescavantlesiimnO tsecceie cote eiciw. ce Sieh chaste ey = lamtmetiorees caus aus chet va 5,250 4,935 
[inl oO. ts Peer eee ener chefs wo’ ecard ite means aaa 2,500 ___ 2,520 
BENG liCes ert ar epee ne Geis asker tra lyse co hens sek ate ha SS) cremated cae ey ees $ 2,750 : $ 2,415 
ee OS ML ACH ONES Reacher 2k fate ay aah 4 hoe hs oda e's nei Laces x $1.06 _ $0.93 


Note: Les dates d’achévement de contrats peuvent affecter les bénéfices d’une période quelconque et 


toute comparaison des bénéfices par semestre risque d‘induire en erreur. 
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DOMINION 
BRIDGE 
COMPANY 
LIMITED 


semi-annual 
report 
to shareholders 


For the 6 months 
ended June 30, 1971 


TO THE SHAREHOLDERS 


Sales for the six-month period ended June 30, 1971 
exceeded the same period last year by 20%. The 
inclusion of sales, for the first time, by the Varco- 
Pruden Division of Dombrico Itnc., U.S.A. was partially 
responsible for the increase. Earnings per share also 
improved over the same period of 1970. 


Total orders booked during the first six months were 
comparable with last year. However, orders booked in 
Canada during the period were lower and the amount of 
work on hand in our Canadian plants has declined. The 
dollar backlog of contracts to be closed in 1971 and 
subsequent years amounts to $170,000,000. 


AUGUST 3, 1971 


The lack of buoyancy in the Canadian construction 
markets continues to be of some concern. Conse- 
quently, our final results for 1971 and the outlook for 
1972 will depend greatly on our ability to book new 
orders at an improved rate during the remainder of the 
year. The results to date from the recently acquired 
Varco-Pruden Division of Dombrico Inc. in the U.S.A. 
have been most encouraging. We continue to investigate 
similar opportunities. 


SONU ASS Sn 


MacKenzie McMurray 
Chairman and President 


UNAUDITED CONSOLIDATED RESULTS FOR 
THE SIX MONTHS ENDED JUNE 30, 1971 
© (000’s Omitted) *, 


Sales! FEVEN UC ago 2.3 hue aaedeneacre nel Sie) Oona eee Ener ne eee 


Other income. 225% 2.5 058%: oe be oe ee 


Cost of sales and other expenses (excluding depreciation and taxes) ...... 


Depreciation: 45. 2-c.208hes Meee tal eee eee 


Earnings before'taxesic. sain becca 2 ie Grae oo 0 eterno 


Income taxes! o 2.5 5 a:ste & deren ac dee ee ce memener era erec eee 
Earnings: ass bid. ere site pe sseeuste el bre el oes Ret ato a 


Earnings per'sharé: . 5.25.0 6 dace soe eae eens 4) ee 


1971 1970 
od ders witha ROOM $86,850 $72,000 
Spe att eae ae 420 440 

87,270 72,440 

79,955 65,570 

7,315 6,870 
= pyshee te isienewetegs 2,065 1,935 
ens eas sons OR 5,250 4,935 
Benet oe, ce tater 2,500 2,520 
sin ssiticy Ateneo $ 2,750 $ 2,415 
snd RO chee oS $1.06 $0.93 


Note: The dates of completion of contracts may affect the earnings for any period and comparison 


of results on a semi-annual basis may be misleading. 


